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Chemokines for Life

Chemokines are a class of naturally occurring proteins critical to immune
response function. Responsible for blood cell formation through stem
cell growth and differentiation, their main role is to guide the movement
of cells within the human body. Chemokines are crucial to cell regulation,
one of the most basic elements of life.

Chemokine Therapeutics is a pioneering biotechnology company that
has developed synthetic versions of chemokines with the potential
application to address significant unmet medical needs.




What are Chemokines?

Secreted by the body's immune cells, chemokines are present in organs
like the lymph nodes, liver and lungs. They are also found in bone marrow.
Chemokines are recognized for their ability to induce the movement of
cells and bacteria within the body. While some chemokines mobilize
white blood cells to the site of an infection to help repair damage to tissue
and organs, others control the migration of cells during the normal
process of tissue maintenance, growth and development.
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Potential Markets

Lung
172,000 new

U.S. cases/year - Breast
. 214,000 new

U.S. casesfyear

Ovarian : 1 Prostate
20,0¢c new U.S. ; 234,000 new

casesfyear § \ U.S. cases/year

About one in two men and one in three women will develop cancer in
their lifetime.

Figures obiained from Amencan Cancer Sccetly
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Why Chemokines?

With more than 50 chemokines discovered since the 1990s, this class of
proteins has been found to play an important function in the physiological
processes in a number of prominent diseases. Because chemokines are
critical to cell regulation, there is an increasing focus on their role in
cancer progression, particularly blood vessel generation and metastasis
{the spread of uncontrolled cancer). Chemokines are also being studied

for their potential ability to fight viral infections like HIV and other
autoimmune diseases.

Chemokines bind to specific receptors on the surface of certain target
cells, such as white blood cells. Because several different chemokines
can interact with one specific receptor and other chemokines are capable
of interacting with multiple receptors, the challenge is to identify which -
chemokines and their respective receptors should be targeted.
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Our Proprietary Drug Discovery Approach

Chemokine Therapeutics has an approach to address this challenge.

Through leveraging information about the role of chemokines, their linear
amino-acid sequence, three-dimensional structure, genetic sequence and
binding sites, we are able to systematically screen promising chemokines
using receptor binding studies. Analogs with the desired biclogical and
chemical properties to treat disease have the ahility to mimic or inhibit
a chemokine's natural response and its normal system of operation for a
desired therapeutic effect.
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Product Candidates

We have designed several hundred analogs, five compounds have been selscied
as potential drug candidates. Two of them, CTCE-G908 and CTCE-0214, are our
lead product candidates. Each has shown to be safe in Phase | clinical trials.
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CTCE-9908 has the potential to address the metastatic process in cancer, whereby
cells spread from the original primary tumcer site to anather area of the body. ltis the
metastatic process that accounts for 90% of all cancer-related deaths. While many
cancer drugs are approved for metastatic advanced disease, there are no drugs
specifically approved having metastasis as the primary target. Thus, we believe
CTCE-9908's unique properties could address a significant unmet medical need.

Why we are excited J

Data shows that not only was CTCE-8908 safe and well-iolerated in preclinical and
Phase | studies, it was able to interfere with the sieps involved in the spread of
cancer in preclinical studies.

This compound was further validated in a Phase I/l tial involving late-stage cancer
patients. Preliminary data showed no significant dose-limiting toxicities with some
evidence of siabilization of disease and a bicmarker respconse o CTCE-9308.
As such, we belisve that CTCE-8908 has strong potential to become part of a new
generation of drugs that act to inhibit the metastasis of cancer cells or interfere
with the metastatic process. ‘

Future

We are developing CTCE-8908 to target specific types of metastatic cancer that
express the CXCR4 receptor, including ovarian, prostate and breast cancers.
These cancers represent a market with an unmet medical need for effective, life-
lengthening therapies. Furthermore, because both prostate and ovarian cancers
have well-established tumor markers, pctential disease response to therapy can
be more easily measured.

Final data from our Phase I/l trial is expected to be released in 2007.
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CTCE-9908 Blocks Cancer Signals

CTCE-9908

Blocks SDF-1 binding 1o CXCR4,
preventing the formation of
metastastic tumours

@

CTCE-9908

CXCR4
is expressed in over 30 different
types of cancer

SDF-1

The only known natural
chemgckine that binds
10 CXCR4 critical for ihe
spread of cancer

CXCR4 Receptor

Cancer Cell
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Cancer Follows Signals Important For Metastasis

CXCR4 receptors are known to be expressed on the cell surface of more than 30 types
of cancers. As cancer cells detach from the primary tumor and begin circulating in
the bleod, they migrate to organs that produce high levels of the chemokine SDF-1.
SDF-1 binds to CXCR4 receptors. The binding and activation of CXCR4 by SDF-1 induces
the migration of cancer cells into normal, healthy tissue. SDF-1 is also implicated in the
generation of blood vessels that feed the cancer and propagate its metastatic growth.

Cancer cells detach
and move into blocd
vessels

Cancer cells
migrate to
tissues with
a high SDF-1
concenlration
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CTCE-9908 Blocks CXCR4 Receptor

Our drug, CTCE-9808, is a CXCR4 antagonist. It blocks the chemokine SDF-1 from
binding and activating CXCR4 receptors. By blocking this process, the migration and
infiltration of cancer cells into other normal tissues is reduced. As a result, the spread of
cancer cells throughout the body is mitigated.

CTCE-9908 binds 10
cancer cell receplors
in blood stream

CTCE-9208 in
blood inhibils
cancer cells from
migrating 10 high
SDF-1 tissue

Cancer cells
remain in the
blood stream
unti} natural
cycle death
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Stem cells, while blocd cells and platelets all play a critical rcle in the body,
from fighting infection to blood clotiing. Our second lead product candidate,
CTCE-0214, has demonstrated the ability to increase tevels of all three of these
key biood cell populaticns. As a result, it has the potential to bocst the immune
system and coutd play a critical role in restoring a cancer patient’s immunity and
blcod cells between chemotherapy cycles.

Why we are excited

In clinical trials, CTCE-0214 increased total whiie blood cell counts. !t also
showed low toxicity. in addition, our preclinical studies results have shown that
this drug candidaie may increase the benefits of Neupcgen®, the main drug
currently in use for immune system recovery.

Our main priority over the nexi two years will be to {ocus both financial and human
resources on the development of CTCE-9908. We will also continue to pursue
further development of CTCE-0214 in collaboration with strategic partners. We
have determined that for business and strategic reasons we will be betler able to
pursue the potential of this chemokine through further research being undertaken
in conjunction with either a pariner ¢r through a licensing arrangement. We con-
tinue o seek sultable collaboraters for such arrangements.
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Our vascular product, CTCE-0324, is targeted at peripheral arierial disease, a
debilitating condition caused by obesity, diabetes, atherosclerosis and aging.
Approximately 10 million Americans suffer from peripheral arterial disease.

Why we are excited

CTCE-0324 is a synthsatic chemoking that has the potential to increase vasculariza-
tion of peripheral tissues through the creation of new pathways for blocd supply.
By increasing the formation of new blood vessels, known as angiogenesis or
neovascularization, CTCE-0324 has the potential to play a critical therapeutic role
in the process of increasing blood supply to the areas of the body where vessels
are narrowed or have become blocked.

Future

CTCE-0324 is currenily in the research and preclinical testing phase. We intend to
carry out further preclinical testing of the compound o determine the potential of
this agent for peripheral arterial disease.
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Product Pipeline

In addition to Chemokine's two lead product candidates, our rational-drug design platform
of synthetic chemokines ensures that we have an ongoeing ability to identify new drug
candidates. The clinical potential of synthetic chemokines spans many unmet medical
needs including cancer, immune deficiencies, vascular disgase, and infectious disease. In
addition to our lead drugs, we will continue to advance our vascular product, CTCE-0324,

Research / Preclinical

CTCE-9508
Cancer

CTCE-0214
Immune System Recovery

CTCE-0324
Vascular Disease

CTCE-0422
Wound Healing

CTCE-0501
Stroke

sMssseaassssmasanssosaamnnssaanrneondond s EENNEING o 5y o ofRINN, s onh sernnanee
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Chemoking’s objective is {0 discover drug candidates that target chemokine receptors and
develop them through Phase |l clinical trials, Once we reach this stage of development
or earlier, we anticipate entering into licensing cr co-deveiopment agreements with larger
biotechnology and pharmaceutical companies to enable further drug candidate develop-
ment through Phase Il clinical trials.

Phase il Phase Hl
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Receni biotech-pharma deals involving chemokine-based technologies demonstrate
the growing interest in developing this class of drugs to address unmet medical needs.
Examples of such deals include the acquisition of Tulark by Amgen for US$1.3 billion,
AnorMED by Genzyme, Plizer's deal with Incyte Genomics and ChemoCentryx's deal with
GlaxoSmithKline, At Chemokine, we believe we are well positioned to develop a
partnership with a major pharmaceutical company upon successiul completion of
Phase Il clinical trials.
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Letter to Sharehoiders

2006 was both a year of accomplishment and change. My appointment to CEC in March 2007
represenis a significant transition for Chemokine Therapeutics. My primary goal as CEO will be to
provide leadership while imptementing strategies that will meet our ultimate objective of advancing
our product pipeline and enhancing shareholder value.

While 2006 was a busy and exciting year {or the company, one achievement stands apart from the
rest; we significantly advanced the development of cur lead anti-cancer compound, CTCE-9308.
By continuing to move this compound through the regulatory process, we strengihened our founda-
tion and laid the groundwork for future success. As a result, we are one step closer 1o our ultimate
goal of proving the efficacy and safety of our chemokine drug candidates.

In garly 2008, the company received Health Canada approval to initiate a Phase /Il dose-escatating
clinical trial in cancer patients using CTCE-8808. By May, the company had started enrcilment of 30
late-stage cancer patients and began patient dosing. The primary endpoeints for this open label, cose-
escalating trial are safety and preliminary efficacy measured by comparing the size of target tumors at
baseling io the assessment performed after CTCE-3908 treatment. The trial was designed to study a
mixed group of tumors, including common cancers, like ovarian, lung and breast.

Subsequeni 10 year end, we announced encouraging preliminary results from the dose-ascalation
porticn of this study. Data showed that CTCE-9908 had an acceptable saiety profile. In addition, two
out of three ovarian cancer patients exhibited stable disease when comparing the size of ovarian
turmors at baseling to the assessment performed after CTCE-9908 treatment.

This promising early data underpins our belief that CTCE-9908 has the potential to become part of a
new generation of anti-cancer drugs that act 1o inhibit the metasiasis associated with most cancers,
We believe that this can be accomplished by preventing the spread of cancer cells from the original
tumcs to other tissues in the Body.

Collaborations with prestigicus institutions inciuding the Memcrial Sloan-Kettering Cancer Center and
the M.D. Anderson Cancer Center to study the benefits of CTCE-9908 in breast and other cancers
reinforee our belief in the potential of this compound.

We are now looking 1o rapidly expand the number of patients in Phase Il clinical trials of CTCE-9808
to examine the potential broader applicability of this novel oncology drug in the treatmeni of cancer
patients.

Of course, results from the ongoing trial this year may alsoc enhance cur poiential for partnering op-
portunilies. A strategic relationship with a pariner that possesses beth the resources and expertise
required to advance CTCE-8908 into late-stage clinical testing, and eventually commercialization,
could greatly increase shareholder value.

2006 was also significant for our second lead drug candidate, CTCE-0214. In December, the company
announced the completion of the first two stages of a three-part Phase | clinical trial for this compound.
In this trial, 57 healthy volunieers were evaluated using various doses where intravenous and subcu-
taneous rautes of administration were compared. The study demonstrated CTCE-0214 to be safe and
well tolerated when administered intravencusly as a single dose. Multiple doses administered on a
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daity basis for five consecutive days also proved o be well tolerated. No serious adverse events were
reported. Consistent with previous studies, administration of CTCE-G214 subcutaneously resulted in a
300% increase in neutrophil counts that peaked at approximately 12 hours and were sustained above
the baseling value for approximately 48 hours after each administration. These results demonstrated
the potentia! of CTCE-0214 to restore a cancer patient’s immune system and blood cells between
cycles of chemotherapy.

While our main pricrity remains advancing our two lead programs in clinical trials, we understand
the importance of continuing to build out our product pipeline. Our vascular product, CTCE-0324,
promotes the formation of new blood vessels and has the potential to increase vascularization of
peripheral tissues through the creation of new paihways for blood supply. We are currently working on
preclinical studies with this compound and look forward to seeing further resuits from this promising
drug candidate. These initiatives conlinue o form the basis for leng-term growth.

Given the breadth of our clinical development, the company tock steps to strengthen its balance sheet
over the course of the year. The US$7.5 million of new capital raised in 2006 gives us the financial
flexibility to support ongoing development. in addition, the removat of the prelerred shares from our
balance sheet improves the capital structure for our commaon shareholders.

intellectual property is critical to our ability to develop new compounds unfettered. As such, we took
steps to strengthen our intellectual property in 2006 with & U.S. patent grant. This grant reinforces our
overriding strategy 1o broaden the proprietary scope of our drug development platform while helping
to further selidify cur intellectual property position.

We alsc took steps to reinforce our management team. We appointed Dr. Guy Ely to Chief Medical

Officer, With over 20 years in the pharmaceutical industry and experience supervising over 150 clinical
trigls, Dr. Ely will prove to be invaluable as he oversees the Company’s clinical development programs.
Also during the year, Mr. Bashir Jaffer was appointed to serve as the Company's new Chief Financial
Officer. Mr. Jaffer's diverse experience makes him ideal for overseeing the financial and accounting
affairs of Chemokine.

Dr. Mohammad Azab, former Executive Vice-President of Research and Development and
Chief Medical Officer of QLT joined our Board of Directors. In addition, Dr. Gerald Batist; the
Director of the McGill Centre for Translational Research in Cancer joined our Clinical Advisory Board.
Dr. Batist's experience and breadth of knowiedge related to ihe clinical development of compounds is
expected to significanily strengthen the Company's Clinical Advisory Board, which is critical in guiding
Chemokine's clinical development programs.

In summary, | would like 10 extend my sincere thanks to those that have supporied our endeavors: our
employees, our Board of Directors, and of course. our shareholders. | look forward to updating you
on our progress in the quarter ahead.

Sincerely yours,

C. Richard Piazza
Chairman & CEO
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Corporate Information

BOARD OF DIRECTORS

C. Richard Piazza, MA
Chairman & CEC

Hassan Salari, Ph.D
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Michael Evans, MBA, CFA, CBv .3
Principal, Evans and Evans

Matthias C. Kurth, MD, Ph.D 2
Consultant to Healthcare Industry
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Principal, Desert Trail Consulting, LLC

MANAGEMENT

C. Richard Piazza, MA
Chairman & Chief Executive Officer

Hassan Salari, Ph.D
President & Chief Scientific Officer

Bashir Jaffer, CA
Chief Financial Officer & Corporate Secretary

Guy Ely, MD
Chief Medical Ofticer

Walter Korz, HCA, MBA
Vice-President of Drug Develepment

Bin Haung, Ph.D, MBA
Director of Intellectual Property and Business Development

Don Evans
Director of Public Relations

(1} Member of the Audit Commutiee
2} Mermber of the Compensaiion Commiilea

(3 Member of the Nominating and Corporate Governance Committee
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